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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 150555

| NTRODUCED BY VEON, SURRA, THOMAS, GEORGE, BELARDI, SATHER,
MUNDY, ROONEY, MANDERI NO, WALKO, HALUSKA, MCALL,
CAPPABI ANCA, YOUNGBLOOD, CASCRI O BLAUM CURRY, | TKIN, BEBKO
JONES, SHANER, MELI O, COLASZ, LAUGHLI N, DeLUCA, SCRI MENTI
PRESTON, JOSEPHS, M HALI CH, PETRARCA, BOSCOLA, WASHI NGTON,
G Gl OrTl, STEELMAN, TRICH A H WLLIAMS AND M COHEN,
MAY 14, 1997

REFERRED TO COWM TTEE ON | NSURANCE, MAY 14, 1997

AN ACT
1 Anending the act of Decenber 29, 1972 (P.L.1701, No. 364),
2 entitled "An act providing for the establishment of nonprofit
3 cor porations having the purpose of establishing, naintaining
4 and operating a health service plan; providing for
5 supervi sion and certain regul ations by the Insurance
6 Department and the Departnment of Health; giving the Insurance
7 Commi ssi oner and the Secretary of Health certain powers and
8 duti es; exenpting the nonprofit corporations fromcertain
9 taxes and providing penalties,” further providing for
10 definitions, for services to be provided and for certificates
11 of authority; providing for managed care conpari son reports;
12 further providing for contracts with providers and insurers;
13 providing for clinical quality assurance, for consuner and
14 provi der information, for a managed care consumer advocate
15 program for grievance procedures, for utilization review and
16 for managed care organi zation standards for an availability
17 and accessibility bill of rights; and nmaking editorial
18 changes.
19 The General Assenbly of the Conmonweal th of Pennsyl vani a

20 hereby enacts as follows:

21 Section 1. Sections 1 and 2 of the act of Decenber 29, 1972
22 (P.L.1701, No.364), known as the Health Mai ntenance Organization
23 Act, anended Decenber 19, 1980 (P.L.1300, No.234), are anended
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to read:
Section 1. Short Title.--This act shall be known and may be

cited as the ["Health Mai ntenance Organization] "Managed Care

Plan Act."
Section 2. Purpose.--The purpose of this act is to permt
and encourage the formation and regul ation of [health

mai nt enance organi zati ons] nanaged care plans and to authorize

the Secretary of Health to provide technical advice and
assi stance to corporations desiring to establish, operate and

mai ntain [a heal th mai nt enance organi zati on] managed care pl ans

to the end that increased conpetition and consumer choice

of fered by diverse [heal th naintenance organi zati ons] nanaged

qual ity assurance, cost-effectiveness and access.

Section 2. The definition of "direct provider"” in section 3
of the act, amended Decenber 19, 1980 (P.L.1300, No.234), is
anended and the section is anmended by adding definitions to
read:

Section 3. Definitions.--As used in this act:

* * %

"Clinical peer" or "peer" neans a physician or other health

care professional who holds a nonrestricted license in this

Commpnweal th or another state and in the sane or sinmlar

specialty as typically manages the nedi cal conditi on, procedure

or treatnent under revi ew.

* * %

"Departnent” means the Departnment of Health of the

Commpnweal t h.

"Direct provider" means an individual who is a direct

provi der of health care services under a benefit plan of a
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[ heal th mai nt enance organi zati on] nanaged care plan or an

i ndi vi dual whose primary current activity is the adm nistration
of health facilities in which such care is provided. An

i ndi vi dual shall not be considered a direct provider of health
care solely because the individual is a nenber of the governing
body of a health-rel ated organizati on.

"Direct services rati o" neans the rati o bet ween an

organi zation's nedi cal revenues and nedi cal expenses.

"Ener gency" neans a nedi cal energency.

"Enrol | ee" or "subscriber" neans a person covered by a health

i nsurance policy or nmanaged care plan including a person who i s

covered as an eliqgi ble dependent of another person.

"Gievance" nmeans a conpl aint made by or on behalf of a

subscri ber. The term i ncl udes:

(1) a determ nation by a nanaged care plan or its desi gnated

utilization review organi zati on or by any health care

prof essional or health care facility affiliated with or acting

under arrangenent with the plan, that an adni ssion, availability

of care, continued stay or other health care service revi ewed

does not neet the plan's requirenents for nedi cal necessity,

appropri ateness, health care setting, |evel of care or

effecti veness and that, the requested service is therefore

deni ed, reduced or tern nated;

(2) the availability, delivery or quality of health care

services, including delay, timng or | ocation of services,

appropriate skill level of health care professional, denial of

coverage for enmergency and rel ated services or any ot her nmnaged

care plan action or policy which hinders the recei pt of covered

health care services;

(3) clains paynent, handling or reinbursenent for health
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care services; or

(4) nmatters pertaining to the contractual rel ati onship

bet ween a covered person and a nanaged care pl an.

* * %

"Heal th out comes" neans:

(1) the results of treatnent adjusted for severity for

pati ents seeking treatnent;

(2) the recurrence of treatnent; and

(3) the treatnent received which is indicative of the

possi ble |l ack of treatnent of a | ess severe but related health

"Managed care plan" or "plan" neans a system pursuant to

whi ch health care, rel ated equi pnent or services are provi ded

for menbers or subscri bers whose access to other health care

nmust be approved by a prinary care practiti oner sel ected by or

for such menber or subscriber froma panel of participating

practitioners. The termincludes, but is not limted to, health

mai nt enance organi zati ons and preferred provi der organi zati ons.

"Medi cal audit" neans an onsite review of the quality of care

bei ng provi ded and the effectiveness of the quality assurance of

t he managed care pl an.

"Medi cal energency" neans the initial treatnent of a sudden,

unexpected onset of a nedical condition or traunmatic injury, but

does not include treatnent for an occupational injury for which

benefits are provi ded under any workers' conpensation | aw or

occupati onal di sease | aw. The synptons or injury nmust be of

sufficient severity that a prudent | ayperson woul d seek

i mmredi ate attention.

"Medi cal expenses" neans the cost of providing health care

servi ces.
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"Medi cal revenues" neans the i ncone generated from providi ng

health care services.

"Medi cal |l y necessary" neans treatnent which is reasonabl e and

necessary for the diagnosis or treatnent of illness or injury or

to i nprove the functioning of a nalforned body nenber. Treatnent

is considered reasonabl e and necessary if it is safe, effective

and appropriate. The term does not include experinental or

i nvesti gati onal treatnent.

"Preferred provider organi zati on" neans a health care benefit

arrangenent desi gned to supply services at a reasonabl e cost

t hrough i ncentives for enroll ees to use designated health care

providers and i n which:

(1) patients pay nore to use services rendered by health

care providers who are not part of the organi zation's network:

and

(2) health care providers expect to benefit through

i ncreased patient volune and pronpt paynent, in return for the

health care providers' aqgreenent to abide by a fee schedul e and

follow utilizati on nanagenent procedures.

"Primary care provider" neans a health care professi onal who

is desi gnated by a nanaged care plan to supervi se, coordi nate,

or provide initial care or continuing care to a subscri ber, and

who may be required by the plan to initiate a referral for

specialty care and to nmaintain supervision of the health care

services rendered to the subscriber. The termincl udes a

physi ci an, a gynecol ogi st, a pediatrician, an obstetrician or

other |licensed health care speciali st.

"Ri sk-assum ng preferred provider organi zati on" neans a

preferred provider organi zati on whi ch has one or nore of the

foll owi ng characteri stics:
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(1) Assunption by the preferred provider organi zati on of

financial risk arising out of contractual liability to pay for

or reinburse enroll ees for covered health care services.

(2) Participation in financial gains or | osses of a health

benefits pl an based on aqgqgregate neasures of expenditures or

utilization.

(3) Participation in the overall financial risk of a health

benefits plan by placing upper limts on future prem um

i NCr eases.

(4) Oher characteristics which create a financial risk to

the preferred provider organi zati on and ari se out of the

preferred provider arrangenent.

The term does not include a third-party adm ni strator, or a

li censed i nsurer, when functioning solely as a third-party

adm ni strator.

* * %

Urgent care services" nmeans those health care services that

are appropriately provided for an unforeseen conditi on of a kind

that usually requires nedical attenti on wi thout del ay but that

does not pose a threat to the life, linb or permanent heal th of

the injured or ill person, wi thout regard to where these

services are provided, and that nmay include services provided

out of a managed care plan's approved servi ce area pursuant to

i ndermity paynents or plan contracts.

Section 3. Sections 4 and 5.1 of the act, anended or added
Decenber 19, 1980 (P.L.1300, No.234), are anended to read:

Section 4. Services Wiich Shall be Provided.--(a) Any |aw
to the contrary notw t hstandi ng, any corporation may establish,

mai ntai n and operate a [heal th naintenance organi zati on] nanaged
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accordance with this act.

(b) Such [heal th mai ntenance organi zati ons] nmanaged care

pl ans shal | :

(1) Provide either directly or through arrangenents wth
ot hers, basic health services to individuals enrolled;

(2) Provide either directly or through arrangenents wth
ot her persons, corporations, institutions, associations or
entities, basic health services; [and]

(3) Provide physicians' services (i) directly through
physi ci ans who are enpl oyes of such organization, (ii) under
arrangenents with one or nore groups of physicians (organized on
a group practice or individual practice basis) under which each
such group is reinbursed for its services primarily on the basis
of an aggregate fixed sumor on a per capita basis, regardl ess
of whether the individual physician nenbers of any such group
are paid on a fee-for-service or other basis or (iii) under
simlar arrangenents which are found by the secretary to provide
adequate financial incentives for the provision of quality and
cost-effective care.

Section 5.1. Certificate of Authority.--(a) Every
application for a certificate of authority under this act shal
be made to the commi ssioner and secretary in witing and shal
be in such formand contain such information as the regul ations
of the Departnents of Insurance and Health may require.

(b) A certificate of authority shall be jointly issued by
order of the comm ssioner and secretary when:

(1) The secretary has found and determ ned that the
appl i cant:

(1) has denonstrated the potential ability to assure both

avai lability and accessibility of adequate personnel and
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facilities in a manner [enhancing] assuring availability,

accessibility, quality of care and continuity of services in

accordance with section 10.1 of this act;

(1i) has [arrangenents for an ongoing quality of health care

assurance program and] denonstrated, to the satisfaction of the

secretary, that its internal quality assurance system can

identify, evaluate and renedy problens relating to access,

continuity, underutilization and quality of care in accordance

with section 9.1 of this act;

(1i1) bhas appropriate nmechani sns whereby the [health

mai nt enance organi zati on] nmanaged care plan will effectively

provi de or arrange for the provision of basic health care
services on a prepaid basis; [and]

(iv) has denpnstrated that one-sixth of the board nenbership

represents front |line enployes of the plan or their union

representati ves and that one-third of the board nenbership

represents enroll ees who were el ected by the enroll ees of the

(v) has denonstrated conpliance with the provisions of this

act .
(2) The conm ssioner has found and determ ned that the
appl i cant has a reasonable plan to operate the [health

mai nt enance organi zati on] nmanaged care plan in a financially

sound manner and is reasonably expected to neet its obligations
to enroll ees and prospective enrollees. In making this
determ nation, the comm ssioner [may] shall consider:
(1) The adequacy of working capital and fundi ng sources.
(ii) Arrangenments for insuring the paynent of the cost of
health care services or the provision for automatic

applicability of an alternative coverage in the event of
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(ti1) Any agreenent with providers of health care services
wher eby they assune financial risk for the provision of services
to subscri bers.

(iv) Any deposit of cash, or guaranty or nmintenance or
mnimumrestricted reserves which the conm ssioner, by
regul ati on, may adopt to assure that the obligations to
subscribers will be perforned.

(v) That no managed care plan shall possess a direct

services ratio |l ess than ninety per cent during the prior three-

vear |licensing peri od.

(c) Wthin ninety days of receipt of a conpleted application
for a certificate of authority, the comm ssioner and secretary
shall jointly either:

(1) approve the application and issue a certificate of
authority; or

(2) disapprove the application [specifying] and specify in

witing the reasons for such disapproval. Any disapproval of an
application may be appeal ed in accordance with Title 2 of the
Pennsyl vani a Consol i dated Statutes (relating to adm nistrative
| aw and procedure).

(d) A certificate of authority shall expire three years from

the date of issuance.

Section 4. The act is anmended by adding a section to read:

Secti on 5. 2. Managed Care Conpari son Reports.--(a) Pursuant

to the act of July 8, 1986 (P.L.408, No.89), known as the

"Heal th Care Cost Contai nnent Act," the council shall, on an

annual basis, publish nanaged care conpari son reports. The

reports shall neasure and conpare the cost effectiveness and

19970H1505B1828 - 9 -
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qual ity of service of each managed care plan operating in this

Commpnweal t h.

(b)Y Each managed care plan shall report to the council the

(1) CQutcones for conditions identified by the council.

(2) The direct services ratio.

(3) The nunber of nenbers per 1,000 seeki ng and receiving

treatnent for conditions identified by the council.

(4) Oher informati on reguested by the council consi stent

wi th subsection (a) of this section.

(c) The council shall devel op standardi zed reporting

requi renents and procedures to i nplement this section.

(d) The council shall devel op subscri ber and provi der

sati sfaction surveys in accordance with witten survey protocols

devel oped by the council to survey at | east annually a broad

range of current subscribers, forner subscribers, direct

providers and primary care providers of each certified nanaged

care plan. Surveys shall be returned to the council by

subscri bers, direct providers and prinmary care providers in

post age- pai d envel opes for processing. The council shall report

the results to the departnment and to the plan. The results shal

be included in the conpari son reports.

(e) Each managed care plan shall provide its subscri bers

with a current copy of its annual conpari son report.

Section 5. Sections 6.1, 7, 8 and 9 of the act, anended or
added Decenber 19, 1980 (P.L.1300, No.234), are anended to read:
Section 6.1. Foreign [Health M ntenance Organi zati ons]

Managed Care Plans.--(a) A [health mai ntenance organi zati on]

managed care pl an approved and regul ated under the | aws of

anot her state nay be authorized by issuance of a certificate of

19970H1505B1828 - 10 -
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authority to operate or do business in this Commonweal th by
satisfying the conmm ssioner and the secretary that it is fully
and legally organized under the laws of [its] the other state,

and that it conplies with all requirenments for [health

mai nt enance organi zati ons] nmanaged care plans organi zed within

t he Commonweal t h.

(b) The conm ssioner and the secretary nay waive or nodify
the provisions of this act under which they have the authority
to act if they determ ne that the sane are not appropriate to a

particul ar [heal th mai nt enance organi zati on] managed care pl an

of another state, that such wai ver or nodification will be
consi stent with the purposes and provisions of this act, and
that it will not result in unfair discrimnation in favor of the

[ heal th mai nt enance organi zati on] managed care plan of anot her

state.

(c) The conm ssioner and the secretary are hereby authorized
and directed to develop with other states reciprocal |icensing
agreenents concerning the licensure of [health naintenance

or gani zati ons] nmanaged care plans which permt the comm ssioner

and the secretary to accept audits, inspections and reviews of
agencies fromother states to determ ne whether [health

mai nt enance organi zati ons] nanaged care plans |licensed in other

states neet Commonweal t h requirenents.
Section 7. Board of Directors.--A corporation receiving a
certificate of authority to operate a [health mai ntenance

or gani zati on] nanaged care plan under the provisions of this act

shall be organized in such a manner that assures that at | east

one-third of the nmenbership of the board of directors of the

[ heal th mai nt enance organi zati on] managed care plan will be

subscri bers of the [organization] plan. The board of directors

19970H1505B1828 - 11 -
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shall be elected in the manner stated in the corporation's
charter or byl aws.

Section 8. Contracts with Practitioners, Hospitals,
I nsurance Conpanies, Enrollees, Etc.--(a) Contracts enabling
[the] a corporation to provide the services authorized under
section 4 of this act made with hospitals and practitioners of
nmedi cal, dental and related services shall be filed with the
secretary. The secretary shall have power to require inmediate
renegoti ation of such contracts whenever he determ nes that they
provi de for excessive paynents, or that they fail to include
reasonabl e i ncentives for cost control, or that they otherw se
substantially and unreasonably contribute to escal ation of the
costs of providing health care services to subscribers, or that

they are otherw se inconsistent with the purposes of this act.

(b) A [health mai ntenance organi zati on] nmanaged care pl an

may reasonably contract with any individual, partnership,

associ ation, corporation or organization for the performance on
its behalf of other necessary functions including, but not
limted to, marketing, enrollnent, and adm nistration, and nmay
contract with an insurance conpany authorized to do an acci dent
and health business in this State or a hospital plan corporation
or a professional health service corporation for the provision
of insurance or indemity or reinbursenent agai nst the cost of
heal th care services provided by the [health maintenance

organi zati on] nmanaged care plan as it deens to be necessary.

Such contracts shall be filed with the conm ssi oner.

(c) A nmnaged care plan nay not di scourage or prevent a

primary care provider, through a contractual arrangenment or

ot herwi se, from di scussi ng any di agnostic or treatnment option.

(d) (1) Notwi thstanding the provisions of any law to the

19970H1505B1828 - 12 -
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contrary, if a managed care plan ternminates its contract with a

partici pating provider at the plan's initiative, an enroll ee who

has sel ected that provider to recei ve covered services nmay

continue to receive covered services fromthat provider, at the

enrollee's option, until the end of the enroll ee's period of

enroll nent or for up to one year of treatnent, whi chever date is

later. During that period, those health care services shall be

covered by the plan under the sane terns and conditi ons as they

were covered while the provider was participating in the plan.

(2) A nmnaged care plan shall require all providers upon

entering into or renewing contracts with the plan to agree to

continue to provide health care services to an enroll ee of the

pl an under the sanme terns and conditions as stipulated in the

contract for a period of up to one vear followi ng term nati on of

the contract. Exceptions to this subsection shall be made if the

provi der rel ocates outside the service area.

(e) No nmmnaged care plan may provide any financial incentive

in an effort to influence treatnent decisions.

Section 9. Right to Serve or Benefits Wien Qutside the
State.--I1f a subscriber entitled to services provided by the
corporation necessarily incurs expenses for such services while
outside the service area, the [health naintenance organi zati on]

managed care plan to which the person is a subscriber may, in

its discretion and if satisfied both as to the necessity for
such services and that it was such as the subscriber would have
been entitled to under simlar circunstances in the service
area, reinburse the subscriber or pay on his behalf all or part
of the reasonabl e expenses incurred for such services. Such
deci sion for reinbursenent shall be subject to review by the

conmi ssioner at the request of a subscriber.
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Section 6. The act is anmended by addi ng sections to read:

Section 9.1. dinical Quality Assurance.--(a) FEach nanaged

care plan shall develop a clinical quality assurance plan for

the nonitoring and eval uati on of health care provi ded by al

partici pati ng providers of the managed care pl an.

(b)Y The quality assurance plan shall be subnmitted to and

approved by the departnent prior to the managed care plan's

enrolling subscribers. Certified plans shall submt a quality

assurance plan within six nonths of the effective date of this

section, and annually thereafter, for review and approval by the

depart nent.

(c) The quality assurance plan shall be avail able at no cost

to the general public.

(d) The quality assurance plan shall include:

(1) An identifiable structure for perfornmng quality

assurance functions within the managed care pl an, incl uding

requl ar neetings and records of neetings.

(2) CQuality assurance objectives which include specific

goal s for inplenentation.

(3) A system for physician and other heal th professi onal

per f or mance revi ew.

(4) A nethod for assuring a conprehensive revi ew.

(5) A systemfor evaluating health outcones, including, but

not limted to, outcones for persons with disabilities, chronic

ill nesses, rare di seases, nental illnesses and substance abuse

(6) Witten quidelines for quality of care studi es and

related nonitoring activities.

(7)) CQuality indicators relating to specific clinical or

health service delivery areas which are objective, nmeasurabl e
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and based on current know edge and clini cal experience.

(8) Health services delivery standards or practice

qui del i nes consi stent with standards and gui deli nes devel oped by

commpnl y accepted sources and approved by the departnent.

(9) A nethod for evaluating and nonitoring individual cases.

(10) A provision for periodic nedical audits at | east every

two years by the departnent.

(11) An internal grievance system

(12) Procedures for suspending or term nating participating

providers for providi ng substandard care under the benefit pl an

of the managed care pl an.

(13) A provision requiring the subm ssi on of annual reports

to the departnent.

(14) A systemfor protecting and pronoti ng subscri ber

(15) A system for assuring conpliance with nedi cal records

st andards and conti nuous confidentiality of nedical records.

(16) A systemfor credentialing and recredenti aling

partici pati ng providers every three years.

(17) A provision authorizing the release of all standards

used for coverage decisions with participating providers to the

departnent and the subscri bers.

(18) A systemto insure that any deni al of coverage is

approved by a provider specializing in the condition for which

treatnent i s sought.

(19) The managed care plan's direct services ratio for the

nost recent quarter.

(20) A systemto establish di scharge pl anni ng standards for

subscri bers about to be rel eased from State mental hospitals or

correctional facilities.
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Secti on 9. 2. Rel ease of Information.--(a) Each managed care

pl an shall devel op conmbn | anquage i nfornati onal materials for

subscri bers and prospective subscribers to include:

(1) Benefits provided under the contract and any benefit

limtati ons, exclusions, prior authorizati on requirenments,

standi ng referral procedures and procedures or services the

managed care pl an has desi gnated experi nental or

i nvesti gati onal .

(2) An explanation of the procedure for sel ecting, changi ng

and accessing participating providers, including:

(i) the subscriber's financial responsibility for services

provi ded under the benefit plan; and

(ii) a description of howto obtain all necessary

aut hori zati ons and price authorizati on requirenments.

(3) A sunmary of mni num standards for continuity, access

and availability of health care services, tine between naki ng an

appoi nt nent and bei ng seen in accordance with section 16.1 and

how t he nanaged care plan conplies with those requirenments.

(4) An explanation of policies, procedures and other

criteria that formthe basis for a denial or limtati on of

cover age or reinbursenent.

(5) A current list of all providers, prinary care providers

and specialists avail able to subscribers, including, but not

limted to, any limtation on their availability, address,

specialty and hospital affiliation.

(6) A description of the nmanaged care plan's net hod of

resol vi ng subscri ber conplaints, including claimor treatnent

deni al s, dissatisfaction with care and access to care and a

descri pti on of any other conpl aint and appeal rights in

accordance with section 9.4 of this act.
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(7) How to contact the departnent's consuner advocate and a

descri ption of services provided by the consuner advocate.

(8) A card stating the toll-free tel ephone nunber for a

subscri ber or a health care provider to contact the plan to

recei ve authori zati ons.

(9) A description of the nechani snms i n whi ch subscri bers nay

partici pate in the devel opnent of policies of the pl an.

(10) A description of practice standards or paraneters which

deviate fromthe practice standards or paraneters established or

recogni zed by a professi onal provider associ ati on.

(b)Y The managed care plan shall advi se participati ng

provi ders of:

(1) Practice standards and paraneters used by the plan in

approvi ng and payi nqg for services.

(2) Practice standards and paraneters whi ch deviate fromthe

practi ce standards and paraneters established or recogni zed by a

pr of essi onal provi der associ ati on.

The informati on required by this subsection shall be updated at

| east annually and any tine that the infornation is altered.

Secti on 9. 3. Managed Care Consuner Advocate Program--(a) A

managed care consunmer advocate program shall be established

within the departnent to performthe foll owi ng functi ons on

behal f of enroll ees of nanaged care pl ans:

(1) Assist consunmers in receiving a tinely response from

managed care pl an representati ves.

(2) Assist consunmers by providing infornmation, referral and

assi stance to individuals about nmeans of obtaining health

coverage and services appropriate to the consunmers' needs.

(3) Educate and train consuners in the use of avail abl e

resources concerni ng nanaged care pl ans.
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(4) Assist enrollees to understand their rights and

responsi bilities under their managed care plan. This cl ause

i ncl udes accessi ng appropriate |l evels of care and specialty

(5) ldentify, investigate and resolve enroll ee conpl ai nts

about health care services and assist enrollees with filing

conpl ai nts and appeal s.

(6) Advocate policies and prograns that protect consuner

interests and ri ghts under nmanaged care pl ans.

(7) Prepare an annual consuner sati sfaction survey for

distribution to the public.

(b)Y The consuner advocate shall be accessi ble through a

toll-free tel ephone nunber and shall ensure that individuals

receive tinely responses to their inquiries.

(c) The consuner advocate shall be i mune from civil

liability for good faith performance of official duties.

(d) Each managed care plan shall advise enroll ees of the

role of the consuner advocate and how to contact the consuner

advocat e.

(e) The consuner advocate shall report to the Genera

Assenbly on the types of assi stance, provided by category and

frequency of assi stance provi ded by each managed care pl an.

Section 9.4. Gievance Procedure.--(a) A managed care pl an

shal|l possess a witten gri evance procedure for pronpt and

effective resolution of enroll ee gri evances approved by the

secretary. Any nodifications to the grievance procedure shall be

approved by the secretary. The gri evance procedure shall incl ude

the foll owi ng el enents:

(1) There shall be a uniformstandard for initiating

conpl ai nts.
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(2) There shall be two levels of review with the second-

| evel revi ew bei ng conducted by clinical peers assigned by the

(3) There shall be expedited reviews in cases of denials

whi ch may jeopardize the life or health of an enrollee with a

maxi numtine period of five days or as rapidly as the situation

requi res, whichever is shorter, fromthe expedited revi ew

(4) The enrollee shall be notified of the enrollee's rights

at each step in the gri evance process, which rights shal

i ncl ude:

(i) The right to appeal and the procedure to appeal.

(ii) The right to present pertinent data i ncludi ng testi nbny

of expert w tnesses.

(iii) The right to receive a witten deci sion containing a

sunmary of the qgrievance, the decision, the contract basis or

medi cal rationale for the deci sion and the nanes and titles of

the persons participating in the deci sion.

(iv) The continuation of health care services w thout being

financially |iable beyond the | evel required prior to the

gri evance for services received pending resol uti on of the

second-| evel revi ew.

(v) The right to contact and the toll-free tel ephone nunber

of the consunmer advocate.

(5) First-level review shall be conpleted within five

wor ki ng days fromthe date of the request, for expedited

revi ews.

(6) The parties involved in the gri evance process shal

cooperate in providing materials relevant to the grievance in a

manner to pernit a decision in accordance with the tine peri ods
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1 established in this act. Any delay in a decision that occurs as
2 aresult of the plan's actions or inactions shall result in a
3 favorable decision for the enroll ee.

4 (7) If the enrollee prevails at the second-|evel review or
5 upon appeal to the departnent, the plan shall pay the enrollee's
6 reasonable attorney fees, expert witness fees and other

7 reasonable costs.

8 (8) The plan shall prepare and subnmit an annual report to
9 the departnent regarding the volune of grievances for

10 classifications of grievances designated by the advocate, the
11 resulting decisions and the level at which the grievance was

12 finally resol ved.

13 (b) The secretary shall establish a nanaged care grievance
14 procedure which shall include the follow ng el enents:

15 (1) There shall be review and approval of plan grievance
16 procedures based on conpliance with the requirenents of this

17 act, as well as other statutory or regulatory requirenents.

18 (2) dinical peers shall be randomy assigned, independent
19 fromthe plan and shall have no financial interest in the
20 grievance being processed at the second-I|evel review
21 (3) Second-level reviews shall be conpleted within thirty
22 days of the request.
23 (4) An enrollee may request an appeal follow ng a second-
24 |evel review. The appeal shall be in the formof an
25 admnistrative hearing pursuant to 2 Pa.C. S. Ch. 7 Subch. A
26 (relating to judicial review of Commobnweal th agency action).
27 (c) Nothing in this act shall be construed to preenpt other
28 consuner rights or renedi es avail abl e under | aw.
29 Section 9.5. Oversight of Utilization Review Program--A

30 nmmnaged care plan shall nonitor all utilization revi ew
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activities carried out by, or on behalf of, the plan and for

ensuring that all requirenents of this act and applicabl e

requl ati ons are satisfied. The plan shall al so ensure that

appropri ate personnel have operational responsibility for the

conduct of the plan's utilization revi ew program

Section 9.6. Contracting.--If a nanaged care plan contracts

for a utilization review organi zati on or other entity to perform

the utilization review functions required under this act or

applicable reqgul ati ons, the secretary shall hold the pl an

responsi ble for nonitoring the activities of the utilization

revi ew organi zation or entity with which the plan contracts and

for ensuring that the requirenents of this act and appli cabl e

requl ati ons are sati sfi ed.

Section 9.7. Utilization Review --(a) A nanaged care pl an

t hat conducts utilization review shall inplement a witten

utilization review programthat describes all review activities,

bot h del egat ed and nondel egated, for covered services provi ded.

The program docunent shall descri be the foll ow ng:

(1) Procedures to evaluate the clinical necessity,

appropri ateness, efficacy or efficiency of health services.

(2) Data sources and clinical review criteria used in

deci si on naki ng.

(3) The process for conducti ng appeal s of adverse

det erni nati ons.

(4) Mechani sns to ensure consi stent application of review

criteria and conpati bl e deci si ons.

(5) Data collection processes and anal yti cal nethods used in

assessing utilization of health care services.

(6) Provisions for assuring confidentiality of clinical and

proprietary information.
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(7) The organi zational structure, such as utilization review

commttee, quality assurance or other commttee, that

peri odi cally assesses utilization review activities and reports

to the plan's governi ng body.

(8) The staff position functionally responsi ble for day-to-

day program nanagenent .

(b)Y A nmnaged care plan shall file an annual sunmary report

of its utilization review programactivities with the

depart nent.

Section 9.8. Operational Requirenments.--(a) A utilization

revi ew program shall use docunented clinical reviewcriteria

that are based on sound clinical evidence and are eval uated

periodically to assure ongoi ng efficacy. A nanaged care plan nay

develop its own clinical review criteria or it may purchase or

license clinical reviewcriteria fromaqualified vendors. A

managed care plan shall nmke available its clinical review

criteria to the departnent.

(b)) CQualified health care professionals shall adm ni ster the

utilization revi ew program and oversee revi ew deci sions. A

clinical peer shall evaluate the clinical appropriateness of

adver se determ nati ons.

(c) A nmnaged care plan shall issue utilization review

decisions in a tinely nmanner and as foll ows:

(1) The plan shall obtain all information required to nake a

utilization review decision, including pertinent clinical

i nfornmati on.

(2) The plan shall devel op and i npl enent a process to ensure

that utilization reviewers apply clinical review criteria

consi stently.

(d) A nmnaged care plan shall routinely assess the
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effecti veness and efficiency of its utilization revi ew program

(e) A nmnaged care plan's data systens shall be sufficient

to support utilization review programactivities and to generate

managenent reports to enable the plan to nonitor and manage

health care services effectively.

(f) |If a managed care plan del egates any utilization revi ew

activities to a utilization revi ew organi zati on, the pl an shal

mai nt ai n adequate oversi ght, which shall include:

(1) A witten description of the utilization review

organi zation's activities and responsibilities, including

reporting requirenments.

(2) Evidence of fornmal approval of the utilization review

organi zati on program by the pl an.

(3) A process by which the plan eval uates the perfornmance of

the utilization revi ew organi zati on.

(d) A nmnaged care plan shall coordinate the utilization

revi ew programw th ot her nedi cal managenent activity conducted

by the plan, such as quality assurance, credentialing, provider

contracting, data reporting, dgrievance procedures, processes for

assessi ng nenber satisfaction and ri sk nanagenent .

(h) A nmnaged care plan shall provide covered persons and

partici pating providers with access to its review staff by a

toll-free tel ephone nunber.

(i) Wien conducting utilization review, a nmanaged care pl an

shall collect only i nformati on necessary to certify the

adm ssi on, procedure or treatnent, |length of stay, frequency and

durati on of services.

(i) No conpensation to persons providing utilization revi ew

services for a nanaged care plan shall contain incentives,

direct or indirect, for those persons to nake i nappropri ate
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revi ew deci sions. No conpensation to those persons may be based,

directly or indirectly, on the quantity or type of adverse

deterni nati ons render ed.

Section 9.9. Procedures for Review Decisions.--(a) A

managed care plan shall nmaintain witten procedures for naki ng

utilization review decisions and for notifyi ng subscri bers and

provi ders acting on behalf of subscribers of its decisions.

(b)Y (1) For initial determnm nations, a nanaged care pl an

shall issue the determ nation within two worki ng days of

obtaining all necessary informati on regardi ng a proposed

adm ssi on, procedure or service requiring a review

deterni nati on. For purposes of this section, the term"necessary

i nformati on" includes the results of any face-to-face clinical

eval uati on or second opi nion that nmay be required.

(2) In the case of a deternmnation to certify an adm ssi on,

procedure or service, the plan shall notify the provider

rendering the service by tel ephone within twenty-four hours of

maki ng the initial certification and shall provide witten or

el ectronic confirnmati on of the tel ephone notification to the

subscri ber and the provider within two worki ng days of the

initial certification.

(3) In the case of an adverse determ nati on, the plan shal

notify the provider rendering the service by tel ephone within

twenty-four hours of the adverse determ nati on and shall provide

witten or electronic confirnmati on of the tel ephone notification

to the subscri ber and the provider within one worki ng day of the

adver se determ nati on

(c) (1) For concurrent review determ nati on, a managed care

pl an shall issue the deternmi nation within one worki ng day of

obtai ning all necessary information.
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(2) In the case of a determnation to certify an extended

stay or additional services, the plan shall notify by tel ephone

the provider rendering the service within one worki ng day of the

certification and shall provide witten or el ectronic

confirmation to the subscri ber and the provider within one

wor ki ng day after the tel ephone notification. Witten

notification shall include the nunber of extended days or next

revi ew date, the new total nunber of days or services approved,

and the date of adnmission or initiation of services.

(3) In the case of an adverse determ nati on, the plan shal

notify by tel ephone the provider rendering the service within

twenty-four hours of making the adverse determ nati on and shal

provide witten or electronic notification to the subscri ber and

the provider within one worki ng day of the tel ephone

notification. The service shall be continued without liability

to the covered person until the covered person has been notifi ed

of the determ nati on.

(d) (1) For retrospective review determ nati ons, a nanaged

care plan shall nake the determ nation within thirty working

days of receiving all necessary infornmation.

(2) In the case of a certification, the plan shall notify in

witing the subscri ber and the provider rendering the service.

(3) In the case of an adverse determ nati on, the pl an shal

notify in witing the provider rendering the service and the

subscri ber within five worki ng days of the adverse

det er m nati on.

(e) A witten notification of an adverse determ nati on shal

i nclude the principal reason or reasons for the deterni nation,

the instructions for initiating a gri evance and the i nstructi ons

for requesting a witten statenent of the clinical rational e,
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including the clinical review criteria used to nake the

deterni nati on. A nanaged care plan shall provide the clinical

rationale in witing for an adverse determni nati on, including the

clinical review criteria used to nake that determ nati on, to any

party who received notice of the adverse deterni nati on and who

foll ows the procedures for a request.

(f) A nmnaged care plan shall develop and i npl enent witten

procedures to address the failure or inability of a provider or

a subscriber to provide all necessary information for review. In

cases where the provider or a subscriber will not rel ease

necessary i nfornmati on, the plan may deny certification.

Section 7. Section 10 of the act, anmended Decenber 19, 1980
(P.L.1300, No.234), is anended to read:
Section 10. Supervision.--(a) Except as otherw se provided

in this act, a [health maintenance organi zati on] nanaged care

pl an operating under the provisions of this act shall not be
subject to the laws of this State nowin force relating to

i nsurance corporations engaged in the business of insurance nor
to any | aw hereafter enacted relating to the business of

i nsurance unl ess such [ aw specifically and in exact terns
applies to such [health mai ntenance organi zation] plan. For a

[ heal th mai nt enance organi zati on] nmanaged care pl an established,

operated and mai ntained by a corporation, this exenption shal
apply only to the operations and subscribers of the [health
mai nt enance organi zati on] plan.

(b) Al [health mai ntenance organi zati ons] nanaged care

pl ans shall be subject to the follow ng insurance | aws:
(1) The act of July 22, 1974 (P.L.589, No.205), known as the
"Unfair Insurance Practices Act."

(2) Any rehabilitation, liquidation or conservation of a
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[ heal th mai nt enance organi zati on] managed care plan shall be

deened to be the rehabilitation, liquidation or conservation of
an insurance conpany and shall be conducted under the
supervi sion of the conm ssioner pursuant to the |aw governing
the rehabilitation, liquidation, or conservation of insurance
compani es.

(c) (1) Al rates charged subscribers or groups of

subscri bers by a [heal th nmai ntenance organi zati on] nanaged care

plan and the formand content of all contracts between a [health
mai nt enance organi zation] plan and its subscribers or groups of
subscribers, all rates of payment to hospitals nade by a [health
mai nt enance organi zation] plan pursuant to contracts provided
for in this act, budgeted acquisition costs in connection with
the solicitation of subscribers, and the certificates issued by
a [heal th mai nt enance organi zation] plan representing its
agreenents with subscribers shall, at all tinmes, be on file with
t he comm ssioner and be deenmed approved unless explicitly
rejected within sixty days of filing.

(2) Filings under this subsection shall be [rmade] submtted

to the comm ssioner in such form and shall set forth such
information as the comm ssioner may require to carry out the
provi sions of this act. Any disapproval of a filing by the
conmi ssi oner may be appeal ed in accordance with Title 2 of the
Pennsyl vani a Consol idated Statutes (relating to adm nistrative
| aw and procedure).

(d) Solicitors or agents conpensated directly or indirectly
by any corporation subject to the provisions of this act shal
nmeet such prerequisites as the conm ssioner by regul ati on shal
require.

(e) A [health mai ntenance organi zati on] nmanaged care pl an
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shall establish and maintain a grievance resolution system
satisfactory to the secretary, whereby the conplaints of its
subscri bers nmay be acted upon pronptly and satisfactorily.

(f) |If a [health maintenance organi zati on] nanaged care pl an

offers eye care which is within the scope of the practice of
optonetry, it shall make optonmetric care available to its
subscribers, and shall make the sane rei nbursenment whether the
service is provided by an optonetrist or a physician.

Section 8. The act is anmended by addi ng sections to read:

Section 10.1. Availability and Accessibility Bill of

Ri ghts.--(a) A managed care plan shall cover heal th energency

servi ces and urgent care services w thout authorization,

regardl ess of provider or facility.

(b) A nmnaged care plan shall include a sufficient nunber

and type of primary care practioners, specialists and hospitals

t hr oughout the services area to neet the needs of enroll ees and

to ensure reasonabl e choice. The nmi x of providers shall neet the

needs of enroll ee popul ati on adjusted for characteristics

including, but not linmted to, age, gender and health status. At

a mninmum the plan shall have one full-tine prinmary care

physi ci an per 1,200 enroll ees.

(c) A nmnaged care plan shall permt subscribers to change

prinmary care providers at any tine upon notice to the plan. The

plan may not require nore than fifteen days' prior notice.

(d) A nmnaged care plan shall devel op and i npl enent a

procedure for subscribers with specific conditions to receive a

standing referral fromtheir prinary care provider to a

specialist with expertise in treating the condition. A standing

referral may be authorized by the prinmary care provider if the

subscri ber requires continuing care froma specialist or if the
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subscri ber is suffering froma prol onged, |ife-threatenindg,

degenerati ve or disabling condition. Authorizati on of the

specialist to provide health care services to the subscri ber

shall be made in the sane manner as the authorizati on of

subscri bers' prinmary care provider.

(e) No nmnaged care plan nay:

(1) Deny enrollnent to a subscriber who is a nenber of a

group for which the plan is providing or has proposed to provide

basi ¢ heal th servi ces.

(2) Ofer to provide basic health services conti ngent upon

t he excl usion of individuals who woul d ot herwi se be i ncluded in

t he defi ned group.

(f) A nmnaged care plan nay not inpose a penalty on

enrol |l ees who seek direct access to an obstetrician or

gynecol ogi st .

(ag) |In applying practice standards or paraneters, a nanaged

care plan shall nake appropriate adjustnents based on the

severity of the subscriber's condition consistent with generally

recogni zed standards or paraneters established or recogni zed by

a professional provider associ ati on.

(h) A nmnaged care plan shall cover nedically necessary

services provided by any provider if a participating provider

cannot attend to the enrollee within a tine period appropriate

to the enrollee's nedical condition. In no case shall the

wai ti ng period for an appoi ntnent exceed thirty days fromthe

date of initial contact to schedul e an appoi nt nent.

(i) A nanaged care plan shall provide coverage for all FDA-

approved drugs and devi ces, whether or not the drug or device

has been approved for the specific treatnent or condition, and

provided that the treati ng physician deternines that the drug or
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device is nedically necessary or appropriate for the enrollee's

condi ti on.

(i) Enrollees shall have thirty days fromthe commencenent

of the contract to cancel for any reason. Cancell ati on shall be

provided to the managed care plan in witing, and a United

States postmark shall be concl usi ve evi dence of the date

recei ved.

(k) A nmnaged care plan shall cover nedically necessary

services furnished as a result of a nedical energency by a

nonparti ci pati ng provider.

(1) Enrollees shall be covered for any condition which is

normal ly covered under the plan. This shall include secondary

conditions resulting froma noncovered prinmary conditi on.

Section 10.2 Disenroll nent Paranmeters.---(a) A managed care

pl an may di senroll an enrollee only in accordance with the

(1) A subscriber shall be provided a notice thirty days

prior to disenrollment. The notice shall state the reason for

the disenrollnent, the effective date of disenroll nent and the

subscriber's right to appeal the disenroll ment to the

depart nent.

(2) A disenrollnment shall only be provided for nonpaynent of

charges or premuns, term nation of conditions under which

enrol |l nent occurred, violation of policies published by the

secretary, policies of the managed care organi zati on as approved

by the secretary, change of residence or fraudul ent use of

managed care Servi ces.

(3) The plan shall offer to each subscriber who is eliqgible

for disenrollnent, as a result of discontinuati on of nenbership

in a group enrolled with the managed care organi zati on, a
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subscri pti on agreenent with the sane | evel of benefits as

provi ded under the group contract. The plan may charge a

different reasonable premumto any subscri ber who is not a

menber of a group

Section 9. Sections 11, 12, 13, 15, 16 and 17 of the act,
anended Decenber 19, 1980 (P.L.1300, No.234), are anended to
read:

Section 11. Reports and Exami nations.--(a) (1) [The] A

corporation that has a certificate of authority under section 4

of this act shall, on or before the first of March of every

year, file with the comm ssioner a statenent verified by at
| east two of the principal officers of the corporation
summari zing its financial activities during the cal endar or
fiscal year imredi ately preceding, and showing its financial
condition at the close of business on Decenber 31 of that year,
or the corporation's fiscal year. [Such] The statenent shall be
in such formand shall contain such matter as the conmm ssioner
prescri bes.

(2) The financial affairs and status of [every such

corporation] each corporation that has a certificate of

authority under section 4 of this act shall be exam ned by the

conmmi ssioner or [his] the comm ssioner's agents not |ess

pur pose, the comm ssioner and [his] the conm ssioner's agents

shall be entitled to:

(i) the aid and cooperation of the officers and enpl oyes of
the corporation [and shall have convenient];

(ii) access to all books, records, papers, and docunents that
relate to the financial affairs of the corporation[. They shal

have authority to]; and
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(iii) exam ne under oath or affirmation the officers, agents,
enpl oyes and subscribers for the health services of the
corporation, and all other persons having or having had
substantial part in the work of the corporation in relation to
its affairs, transactions and financial condition.

(3) The [l nsurance Conmi ssioner] conmmi ssioner may at any

time, wthout making such exam nation, call on any such
corporation for a witten report authenticated by at |east two
of its principal officers concerning the financial affairs and
status of the corporation.

(b) A corporation that has a certificate of authority under

section 4 of this act shall maintain its financial records in

such manner that the revenues and expenses associated with the
establ i shment, mai ntenance and operation of its prepaid health
care delivery systemunder this act are identifiable and
distinct fromother activities it nmay engage in which are not
directly related to the establishment, maintenance and operation
of its prepaid health care delivery systemunder this act.

(c) The secretary or [his] the secretary's agents shall have

free access to all the books, records, papers and docunents that
relate to the business of the corporation, other than financial.
Section 12. Contracts to Provide Medical Care.--A [health

mai nt enance organi zati on] nanaged care plan establi shed pursuant

to this act nmay receive and accept from governnmental or private
agenci es paynents covering all or part of the cost of
subscriptions to provide its services, facilities, appliances,
medi ci nes or suppli es.

Section 13. Exenption from Taxation.--Every [health

mai nt enance organi zati on] nmanaged care pl an establi shed,

mai nt ai ned and operated by a corporation not-for-profit is
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30

hereby declared to be a charitable and benevol ent institution
and all its incone, funds, investnents and property shall be
exenpt fromall taxation of the State or its politica
subdi vi si ons.

Section 15. Penalty.--(a) The conm ssioner and secretary
may suspend or revoke any certificate of authority issued to a

[ heal th mai nt enance organi zati on] managed care plan under this

act, or, in their discretion, inpose a penalty of not nore than
one thousand dollars ($1,000) for each and every unl awful act
commtted, if they find that any of the follow ng conditions
exi st :

(1) that the [health naintenance organi zati on] nmanaged care

plan is providing i nadequate or poor quality care, thereby
creating a threat to the health and safety of its subscribers;

(2) that the [health naintenance organi zati on] nmanaged care

plan is unable to fulfill its contractual obligations to its
subscri bers;

(3) that the [health naintenance organi zati on] nmanaged care

plan or any person on its behalf has advertised its services in
an untrue, msrepresentative, msleading, deceptive or unfair
manner; or

(4) that the [health naintenance organi zati on] nmanaged care

plan has otherwise failed to substantially conply with this act.
(b) Before the conm ssioner or secretary, whichever is
appropriate, shall take any action as above set forth, [he] the

conmi ssi oner _or secretary shall give witten notice to the

[ heal th mai nt enance organi zation,] nanaged care plan accused of

violating the law, stating specifically the nature of [such] the
all eged violation and fixing a tinme and place, at |east ten days

thereafter, when a hearing of the matter shall be held. Hearing
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procedure and appeals from deci sions of the comm ssioner or
secretary shall be as provided in Title 2 of the Pennsylvani a
Consolidated Statutes (relating to adm nistrative |aw and
procedure).

Section 16. Exclusions.--[Certificates] No certificates of

authority shall [not] be required of:

(1) [Health mai ntenance organi zati ons] Managed care pl ans

of fered by enployers for the exclusive enrollnent of their own
enpl oyes, or by unions for the sole use of their nenbers.

(2) Any plan, programor service offered by an enpl oyer for
the prevention of disease anong his enpl oyes.

Section 17. Effect of Act on Other Plans.--(a) Any
requi renents or privileges granted under this act shall apply
exclusively to that portion of business or activities which
reasonably relates to the establishnment, maintenance and

operation of a [health maintenance organi zati on] nanaged care

plan pursuant to the provisions of this act.

(b) [Any health mai ntenance organi zati on program A nanaged

operating under the provisions of 40 Pa.C.S. Ch.61 (relating to
hospital plan corporations) or 40 Pa.C.S. Ch.63 (relating to
prof essi onal health services plan corporations) or under any
statute superseded by either of such statutes, prior to the
effective date of this act, may continue to operate under the
provi sions of such authority or successor provisions, if any.

Section 10. This act shall take effect in 60 days.
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